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I. Assumptions and Guiding Principles for Related to the Future Provision of
Default Service

The undersigned parties believe that, like the development of industry restructuring itself,
consideration of changes to Default Service should be evaluated in light of some
overarching assumptions and guiding principles. These should include:

The overall objective of restructuring was and remains to produce real benefits for all
customers, and all proposals for change must be measured against this standard.

Restructuring and wholesale competition have produced substantial benefits for
customers, although opportunities for direct access to retail markets have developed
at a different pace for different customer groups.

Smaller customers have not had significant access to competitive retail electric
markets; residential, and especially low-income customers, may not have viable,
reasonably priced retail competitive options.

Default Service provided by local utilities may be the only viable energy option for
small, residential and low-income customers for the foreseeable future; such service
provides a valuable means of delivering the benefits of the competitive market to
those customers, and should continue to be offered to them.

Default Service prices should not be below the costs incurred to procure Default
Service from the competitive market - this ensures that Default Service rates are not
subsidized and thereby create an artificial price barrier to retail competition.



